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NORTH KOREA'S FOREIGH DEBTS 
ANNCR: 

tiORTH KOREA'S FOREIGN DEBTS ARE A iiATTER OF SOME 
CONCERH IN INTERNATIONAL FINANCIAL CIRCLES...AS WE HEAR 
IN THIS BACKGROUND REPORT BY VOA'S JOSEPH KUil. 

VOICE: 

PYONGYANG'S FINANCIAL DIFFICULTIES ORIGINATE Ii! LARGE 
PART FROM NORTH KOREA'S ATTEMPTS OVER THE PAST SEVERAL YEARS 
TO SPEED UP INDUSTRIALIZATION TiIROUGH THE PURCHASE OF ADVANCED 
WESTERN TECHIiOLOGY. AS INTERNATIONAL ECONONISTS EXPLAIW IT, 
NORTH KOREAN ECONOHIC PLANNERS, GENERALLY UNFAMILIAR WITH 
WESTERN BUSINESS AND LENDING PRACTICES, TOOK ON 
TOO MANY OBLIGATIONS IN TOO SHORT A THIiE. 1.1 1973, NORTH 
KOREA'S BALANCE OF TRADE DEFICITS EXCEEDED ONE HUNDRED MILLION 
DOLLARS. ONE YEAR LATER THE TRADE INBALANCE REACHED FIVE 
HUNDRED MILLIOM DOLLARS. AS PYONGYANG'S TRADING POSITION 
WEAKENED, HORTi1 KOREA BEGAN LAGGING It! THE REPAYIIENT OF ITS 
FOREICN DEBTS. 

A GROUP OF WESTERN CREDITORS AND REPRESENTATIVES OF THC 
NORTH KOREAN FOREIGN TRADE BANK HET LAST JULY IN Ai! ATTEMPT 
TC RESOLVE THE DECT PROBLEIi. NORTH KOREA REPORTEDLY PROMISED 
AT THAT MEETING TO BEGIN !IAING INTEREST PAYIIEHTS ON ITS 
OUTSTANDING DEGTS, BEGINNING It! SEPTEMBER. BUT THERE IS NO 
EVIDENCE THAT ANY II!TEREST PAYIIENTS HAVE BEEN MADE TO DATE, 

WESTERN OBSERVERS SAY THAT AS PART OF NORTH KOREA'S 
SIX-YEAR ECONOMIC PLAN, \HICH BEGAN IN 1971, PYONGYANG DECIDED 
TO INPORT LARGE AMOUNTS OF \WESTERN TECHNOLOGY IW AN EFFORT TO 
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REDUCE ITS ONE=SIDED RELIANCE ON COIMUNIST BLOC ECONOHIC 
ASSISTANCE, THAT EXPERINIENT, THEY SAY, FAILED BECAUSE OF 

TWO FACTORS THAT COULD NOT I1AVe BEEN ANTICIPATED IN 1971. THE 
FIRST WAS THE SUDDEN FOUR FOLD INCREASE IN WORLD OIL PRICES 

IN 1973, WHICH LED TO A SIGNIFICANT PRICE INCREASE IN OIL 
SUPPLIED TO NORTH KOREA FROM CHINA AND THE SOVIET UNION. 

THE SECOND FACTOR WAS THE WORLDWIDE DECLINE IN THE PRICES 
OF CERTAIN RAY! MATERIALS, INCLUDIiG THOSE \HICH NORTH KOREA 
EXPORTS. INDEED, A LION'S SHARE OF IIORTH KOREA'S HEAGER HARD 
CURRENCY EARNINGS ARE DERIVED FROI! THE SALES OF IRON ORE, 
MINERALS, AND FERROUS AND NON-FERROUS HETALS. 

AS A RESULT OF THE DECLINING RAI MATERIAL PRICES, BY 
1974, NORTH KOREA WAS FORCED TO DIVERT SHIPHENTS ORIGINALLY 
DESIGHED FOR HARD CURRENCY iiARKETS TO COMMUNIST CREDITORS. 
ACCORDING TO TOKYO REPORTS, FOR EXAMPLE, It! 1974 NORTH KOREA 
DELIVERED TO JAPAN LESS THAN HALF OF THE IRON ORE IT HAD 
CONTRACTED TO SHIP. IN FACT, SHIPMENTS CEASED OCTI!EEN 
OCTOBER 1974 AND JULY 1975. 

NORTH KOREA'S CREDITORS IN WESTERN EUROPE ARE SEEKING 
ANOTHER HEETING WITH NORTH KOREAN REPRESENTATIVES TO ARRANGE 
FOR THE RESCHEDULING OF PYONGYANG'S DEBT PAYiiENTS IF 
NECESSARY. BUT PYONGYANG SEEIiS MORE INCLINED TO NEGOTIATE 
REPAYHENT ON A BILATERAL BASIS WITH INDIVIDUAL CREOITOR 
COUNTRIES. THE "JOURNAL OF COIIMERCE™ REPORTS THAT TIE 
SVECISH GOVERNIHENT, FOR ONE, HAS OFFERED NORTH KOREA A 
TWO-YEAR MORATORIUM ON THE REPAYIENT OF SOME FORTY-FIVE 


MILLION DOLLARS IN CREDITS FROM St!EDISH COMPANIES, 
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IT'S ESTIMATED THAT OVER THE PAST FIVE YEARS, NORTH 
KOREA HAS ACCUMULATED FOREIGN DEBTS OF FIORE THAN ONE THOUSAND 
HIILLION DOLLARS WITH HON-CO;MIUNIST COUNTRIES ALONE. AND, 
FURTHER DELAYS Ii! PAYHENTS AND THE FAILURE TO HEET EXPORT 
COMMITHENTS COULD SERIOUSLY UNDERMINE CONFIDENCE IN THE 
NORTH KOREAN ECONOHY. Iti A BROADER CONTEXT, NORTH KOREA'S 
OIFFICULTIES COULD ALSO REDOU!ID ADVERSELY OI! OTHER COMMUNIST 
COUNTRIES, WHICH AS A GROUP HAVE ALWAYS SHARED AN EXTREMELY 
HIGH CREDIT RATING IN FOREIGN FINANCIAL CIRCLES. 
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